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In Memoriam - Rhonda Ray 

 

It is with great sadness that the STAR Commission reports that Rhonda Ray passed away on July 

19, 2021. With her more than 25 years of state service and experience, Ms. Ray was designated 

to serve as the representative for the Department of Commerce and brought a tremendous 

amount of knowledge and professionalism in her contributions to the Commission. The STAR 

Commission expresses its heartfelt condolences to her family, friends, and colleagues. She will 

be greatly missed.  



 

 
 

Letter from the Chair  
 

Dear Governor Hogan, 

On behalf of the State Transparency and Accountability Reform Commission, I am pleased to 

transmit to you the Commissionôs final report. 

The Commission was created by executive order on the 16th day of December 2020. We were 

tasked with the following: 

To ensure adherence to the highest ethical standards, and identify commonalities that support 

unified policies and regulations for standardized oversight and accountability, the Commission 

shall review and investigate the operations and structures of the following State instrumentalities 

("quasi-governmental agencies"): 

(1) Maryland Agricultural and Resource-Based Industry Development Corporation; 

(2) Bainbridge Development Corporation; 

(3) Canal Place Preservation and Development Authority; 

(4) Maryland Economic Development Corporation; 

(5) Maryland Clean Energy Center; 

(6) Maryland Environmental Service; 

(7) Maryland Food Center Authority; 

(8) Maryland Health and Higher Educational Facilities Authority; 

(9) Maryland Automobile Insurance Fund; 

(10) Maryland Stadium Authority; 

(11) Maryland Technology Development Corporation; 

(12) Northeast Maryland Waste Disposal Authority; 

(13) Maryland Industrial Development Financing Authority; 

(14) Maryland Venture Capital Trust; and 

(15) Any others, as deemed appropriate by the Commission, that are: 

(a) body politic and corporate, or similarly independent; or 

(b) otherwise authorized to: 



 

 
 

i. bill their costs and expenses to persons or governments subject to their 

jurisdiction; 

ii. pay commissions or bonuses to employees or agents; 

iii. seek private grants, gifts, bequests, endowments, and legacies, or other 

contributions from the private sector; 

iv. enter into private sector cooperative agreements; or 

v. acquire, hold, sell, convey, assign, lease, transfer, or dispose of 

property, or enter into contracts incident thereto, independently of the 

Board of Public Works or Department of General Services, or are 

otherwise exempt from the General Procurement Law of the State. 

For each quasi-governmental agency, the Commission shall study and if appropriate make 

recommendations about: 

(1) Term limits for members or directors; 

(2) Employees serving as members or directors; 

(3) Requirements for financial and conflict-of-interest disclosures; 

(4) Standards: 

(a) To maintain and improve the efficiency and effectiveness of governmental operations; 

and 

(b) For ethical responsibilities regarding: 

i. out-of-state travel; 

ii. bonuses and severance pay; 

iii. conflicts of interest; and 

iv. reimbursable expenses 

(5) Instruction on ethics; 

(6) Independent financial and compliance audits; 

(7) Preparation of budgets; 



 

 
 

(8) Periodic reports on activities, findings, accomplishments, business transactions, and financial 

condition; 

(9) The balance between independence and accountability necessary for efficient or effective 

operations; and 

(10) Any other matter that the Commission considers appropriate and relevant. 

The Commission has met monthly with additional breakout meetings in the last few months. We 

interviewed all of the agencies listed, entertained public comment and testimony, and profited 

from other state affiliated organizations and industry professionals. 

We deliberately focused on a proactive posture while acknowledging that recent events had 

brought to the forefront the need for such a Commission. The very first charge of your executive 

order stated what we tried to keep as our guiding focus, ñThe people of Maryland deserve a 

government that operates with transparency and integrity.ò The other charge that served as a 

North Star was, ñIt is essential that there be adequate safeguards and oversight of quasi-

government agencies to ensure that they operate consistently with the public trust.ò 

It is to these ends that the Commission worked diligently in a collaborative manner to restore and 

ensure that current and future entities would continue to earn that sacred public trust. We can 

only provide guiding principles and entrust to future agencies and their personnel the light that 

shines on the path to true public service and sacrifice for the greater good for the citizens of 

Maryland. 

Herewith, please find our recommendations and guidelines to answer the charge with which we 

were commissioned. We are proud of the effort and hope that it may prove timeless in the ability 

to inform and instruct future governors and members of the legislature. These serve almost as 

guardrails that are placed in the safe place of the road to prevent one from the dangerous parts of 

the pathway. 

We must be clear that a major component of the success of future quasi-governmental agencies 

will be the leaders and board members. While there is mention of ethics and integrity, we also 

must highlight that there is no way to legislate or guarantee that all will act in ethical manners or 

with integrity. Our world has come to consider ñrelativeò ethics and fluid truth claims. This has 

been a challenge since the beginning of time. I reflect on the writings of Aristotle who said, ñthe 

one who is at work in accordance with virtue will act and act well.ò We have endeavored to 

provide means for future individuals to work for the good of the people of Maryland. When they 

choose not to, we have hoped to design mechanisms that will shine a light on those activities. 

We are grateful for the opportunity to commit to the work with which you requested. We are 

thankful for all who participated and want to specifically express our appreciation to the staff of 



 

 
 

the Office of the Governor. Specifically, we would like to point out Erin Chase for her dedication 

and diligence. 

God bless,  

 

Andrew A. Serafini 

Chair 

 

cc:  The Honorable Bill Ferguson, President of the Senate 

 The Honorable Adrienne A. Jones, Speaker of the House of Delegates 
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Executive Summary 

 

Governor Larry Hoganôs State Transparency and Accountability Reform (STAR) Commission 

was established under Executive Order 01.01.2020.05, see Appendix A, in December 2020 to 

review the operations and structures of state instrumentalities that operate as quasi-governmental 

agencies (QGA).1 The governor announced this initiative after it came to light in 2020 that the 

Maryland Environmental Service (MES) had longstanding practices of paying large bonuses, 

expense reimbursements, and severance packages to top executives. Unfortunately, this was not 

the first instance of unethical behavior occurring within a quasi-governmental agency. When 

announcing the creation of the STAR Commission, Governor Hogan stated: ñsince taking office, 

our administration has pushed to restore integrity and accountability to our state government and 

to ensure that the best interests of Marylandôs citizens are being represented fairly and honestly. 

We need to take a long and hard look at the way that our quasi-governmental agencies operate, 

and focus on making real and systemic reforms.ò These agencies are designed to fulfill public 

purposes by operating with structures that provide the necessary managerial flexibility to ensure 

optimal performance. It is the stateôs duty to ensure that these agencies operate with the highest 

integrity, and provide services in accordance with their mission, while maintaining public trust. 

The commission reviewed and investigated the operations of 132 of Marylandôs quasi-

governmental agencies and has developed recommendations on reforms regarding standards for 

oversight, transparency, and accountability measures. Its recommendations may include term 

limits, requirements for financial and conflict-of-interest disclosures, independent audits and 

reports, and other standards to promote efficiency, effectiveness, and ethical conduct.  

 

The Commission consisted of members of the governorôs cabinet or their designees, members of 

the Maryland Senate and House of Delegates, experts in ethics and financial management, and two 

members of the public, and was chaired by former Washington County State Senator Andrew 

Serafini.  

 

Tasked with reviewing 13 of the stateôs quasi-governmental entities, the Commission created a 

uniform and comprehensive questionnaire for each agency to complete that would provide key 

insights into seven areas of inquiry, i.e., general agency operations, audit practices, financial 

management, board structure, and governance and accountability. After reviewing each agencyôs 

responses and supporting documents, they were invited to present and answer questions from the 

Commissionôs members at a public meeting. The Commission also heard directly from Maryland 

constituents on their concerns regarding the stateôs quasi-governmental entities, particularly the 

Northeast Waste Disposal Authority. 

 

Additionally, the Commission had the opportunity to hear from a number of invited speakers and 

subject matter experts, including State Senator Clarence Lam and now former Delegate Erek 

Barron, in their roles as co-chairs of the Joint Committee on Fair Practices and State Personnel, on 

                                                
1 The governorôs executive order uses the term ñquasi-governmental agencies.ò The Commission used that term, 

independent agencies, and instrumentalities interchangeable to generally refer to the entities identified within the 

executive order and similarly structured entities. 
2 The governorôs executive order listed Maryland Venture as an entity to review, but it was previously absorbed by 

TEDCO and is considered defunct, thus the Commission did not review them. 
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their investigative findings related to MES; Michael Peregrine, an attorney who specializes in 

corporate governance; Jennifer Allgair, executive director of the Maryland Ethics Commission; 

and Rebecca Snyder, executive director of the Maryland-Delaware-DC Press Association. The 

Commission also heard from fellow members Delegate Marc Korman on reform legislation 

relating to MES proposed and passed during the 2021 legislative session of the Maryland General 

Assembly, as well as Dr. Linda Singh, who served as the interim executive director and CEO of 

TEDCO, on her experience leading and implementing reforms for one of the entities the 

Commission was responsible for reviewing. Each of the speakers that the Commission heard from 

provided crucial information that would help inform the Commissionôs recommendations for 

reforms.  

 

To help promote discussion and the development of recommendations, the Commission utilized a 

subcommittee structure to look at the seven areas of inquiry: General, Audit, Financials, Board, 

Governance and Accountability, Compensation and Performance, and Entity Status, presented in 

the questionnaire and discussions. The breakout sessions allowed for an in-depth discussion of the 

potential recommendations to bring to the next full Commission meeting for further discussion 

and voting.  

 

The recommendations developed by the Commission are consensus-based and could largely be 

applied not only to the 13 entities that the Commission reviewed, but also to the stateôs remaining 

entities that operate in a quasi-governmental fashion. The Commission has also identified some 

recommendations as best practices that should be administratively implemented by applicable 

entities, or instituted when new QGAs are created by executive action or statute. The 

recommendations, which will be presented below, were ultimately formulated upon the following 

principles: 

 

1. We, the Commission, believe that the legislative or executive branch created QGAs can 

provide valuable services to our citizens. They also allow for an entity to specifically target 

an issue or goal for improvement or resolution. 

2. We believe a key to effective QGAôs is a strong governing board with diverse members 

that understand their fiduciary responsibilities and carry them out with integrity, 

accountability, attentiveness, consistency, and transparency. 

3. We believe that our commission was charged with creating suggestions that can serve as 

guidelines for future considerations on the efficacy of QGAs. 

4. We believe that despite our best efforts, in the end it will depend on employees and board 

members creating accountability and practicing ethical and honest commitments to 

carrying out the goals and charge of each entity. We can neither legislate nor mandate 

moral and ethical behavior. That being said, we believe that there should be some 

guardrails in place. 

5. We believe that each agency should perform a self-evaluation to ensure that it has not 

drifted from its legislated charge. It is valuable for periodic legislative review of these 

entities to evaluate whether they should continue as a QGA, move to a typical 

governmental agency, move to a private entity, or possibly dissolve entirely. 

6. Ultimately, we have a representative form of government and as such it is up to the 

governor and legislature, as agents of the stateôs citizenry, to inspect and confirm that these 
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QGAs are operating according to their specified charge and are doing so with integrity and 

accountability. 

7. At a minimum of every eight years, all QGAs should appear before a legislative committee 

that most reflects their mission to ensure that elected officials are aware and understand the 

value of their continued operations. For example, a QGA that is education based should 

appear before the House Ways and Means and Senate Education, Health, and 

Environmental Affairs committees. This review hearing is in addition to the legislative 

budget hearings recommended later in the report. 

The Commission submits the following 31 recommendations and four best practices, which were 

adopted unanimously, for consideration: 

 

General 

1. Agencies should develop a strategic plan and review it annually. 

2. A common bank of cross-governmental resources should be established to ease the burden, 

and enhance the fulfillment, of transparency and accountability initiatives for smaller 

agencies. 

3. Agencies should, generally, use state policies as a baseline when determining their own 

policies and by-laws, 

4. Agencies should have a public email address on their website for the public to submit 

questions, comments, and concerns. 

5. Each agency should submit a detailed annual budget to the Department of Budget and 

Management (DBM), even if they are considered a non-budgeted agency. 

6. Statutory provisions on governing boards should allow for board positions for the 

appropriate professionals, which will increase diversity of experiences. 

7. The agency and the Office of Legislative Audits (OLA) should designate someone within 

the agency or board, who is not the executive director, to receive any whistleblower 

complaints that involve the executive director. 

8. The Department of Legislative Services (DLS) should explore the inclusion of evaluation 

criteria ï based on the work of this Commission ï in fiscal notes when legislation seeks to 

create new agencies. 

9. Unless otherwise specified in statute, agencies should have the option of using the Office 

of the Attorney General or other legal counsel. 

 

Boards and Board Responsibilities 

10. The governing board should establish a designee to review and approve the executive 

directorôs expenses. The executive director must follow the agencyôs uniform expense 

reimbursement policies. 

11. Each governing board should develop a conflict of interest policy or, in the alternative, 

ensure that QGAs are required to comply with the State Public Ethics Law governing 

conflicts of interest. 

12. The board is responsible for oversight of the agency, including the annual performance 

review of the executive director. 

13. Compensation plans for the executive director and any other management personnel should 

be approved by the board. 
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14. The board should ensure that appropriate guidelines are in place regarding bonus plans, 

employee incentive plans, severance packages or similar benefits, and deferred 

compensation arrangements. 

15. The board should adopt or readopt all policies governing issues such as severance 

packages, bonuses, tuition reimbursements, expense reimbursements, travel, etc. 

16. To the extent practicable, each board should have an audit committee. 

17. Boards should undergo comprehensive onboarding training, as well as transition planning 

and off boarding evaluation. 

18. The board should undergo a routine, independent, board assessment, which should occur 

at least every five years, and annually do a self-assessment. 

19. All boards should be subject to the Open Meetings Act and its exceptions. 

20. Boards should implement staggered terms, as well as term limits so a board member serves 

no more than 12 years. 

 

Audits 

21. All agencies should have a financial statement audit conducted by an independent CPA 

firm in accordance with GAAP. 

22. The CPA firm should simultaneously conduct an audit of the agencyôs financial internal 

controls. 

23. The executive director and board should take timely action in reacting to the 

recommendations contained in the internal controls review report and management letter, 

and those actions should be reported to the Legislative Policy Committee (LPC), OLA, and 

DLS. 

24. To the extent possible, the CPA firm for each agency should be changed at least every 10 

years, which is similar to the SECôs rule for audit firms of publicly traded entities. 

25. Annual audits and financial statements should be submitted to LPC, OLA, DLS, and the 

board. 

 

Transparency 

26. Annual financial statements and audit reports should be posted visibly on the agencyôs 
website. 

27. Each agency should be subject to at least a biennial legislative budget hearing, and more 

frequently if requested by the legislature. 

28. All boards, to the extent practicable, should livestream and archive their public meetings, 

post the agenda, materials and minutes for each meeting. 

 

Agency Oversight 

29. Each agency should undergo a periodic review conducted by the legislature, at least every 

eight years, similar to a ñsunset review,ò to assess statutory compliance with the mission 

and vision. The reviews should not endanger an agencyôs current outstanding bonds or 

ability to use bonds.  

30. Consider the creation of an inspector general position to serve all of the stateôs QGAs and 
oversee all of the audit and reporting functions, both financial and non-financial. 

31. When assessing an agencyôs future and the creation of new agencies, refer to Appendix C 

Questions for Determining Continuance or Creation of a QGA for questions and factors 

that should be considered. 
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Additional Best Practices 

1. In addition to livestreaming meetings, agencies should post written meeting minutes online. 

2. The executive director should only serve on the board as an ex officio and nonvoting 

member. 

3. Standardize the name of all agency heads to be ñexecutive director,ò unless otherwise 
determined by the legislature that a different title is appropriate. 

4. Each board should have at least one member with experience and/or expertise in reading 

and understanding financials.  

 

Throughout the report, the term ñexecutive directorò refers to the agency head, regardless of title. 

 

Further details about each recommendation will appear later in the report. 

 

All Commission meetings were held virtually and in accordance with the Open Meetings Act. 

Livestream video of each meeting, along with the meeting minutes can be viewed at 

https://governor.maryland.gov/star-commission/.  

 

 

https://governor.maryland.gov/star-commission/
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Findings 

 

In recent decades, both at the federal and state levels, governments have become increasingly 

reliant on the use of hybrid organizations for the implementation of public policy functions and 

solutions historically handled by executive agencies and instead assigned to new entities that 

straddle the line of being independent but also part of the government. Maryland is not unique and 

has a number of QGAs with functions that fill important gaps in service delivery in the state and 

span across nearly every policy area. No two QGAs are alike, and the Commissionôs research has 

shown that the statutes for these entities vary greatly when compared to one another, and the QGAs 

could greatly benefit from the implementation of common sense reforms to ensure that they are 

each subject to the same basic laws and regulations that state government entities are required to 

follow which promote better public trust and accountability, such as the Open Meetings Act, state 

public ethics laws, and procurement regulations, etc. To the extent possible, the Commission found 

that the recommendations set forth herein should not be overly prescriptive and burdensome.  

 

When reviewing the entities listed in the executive order, the Commission learned that many of 

Marylandôs quasi-governmental agencies utilize this unique structure to facilitate bonding 

authority, whereby they are able to issue tax-exempt bonds to finance capital projects and not rely 

on the stateôs General Obligation bonds or fall under the stateôs 15-year bond limit or Capital Debt 

Affordability process. Under this framework, the bonds are revenue bonds sold on the basis of the 

credit of the institutions for which they are provided. When contemplating changes to these 

entities, it is crucial that recommendations do not threaten the status of their ability to issue and 

service bonds.     

 

A recurring theme throughout the Commissionôs work was that of empowering the governing 

board for each entity to make decisions and to hold the agency and themselves accountable. Board 

members need to understand the responsibilities of participating in this leadership role, and need 

to exercise appropriate oversight for the entity for which they serve. The need for dedicated and 

diverse board members has to be carefully balanced because many of these board positions are 

unpaid or receive minor stipends. In order to ensure board members are able to commit to their 

duties and provide adequate oversight, board training should be an integral part of the onboarding 

process following the appointment of new members. Boards should play an active role in 

developing policies and procedures not only for the boardôs operations, but also for the entity, such 

as expense report reimbursement, budget approval, and audit reviews. These boards do not have 

shareholders like private and nonprofit boards do, so they have to be highly competent and ethical 

individuals who understand the gravity of the dedication required to serve as a member of a 

governing board. The boards are ultimately responsible for providing oversight that ensures that 

the agency is financially sound, and acting in accordance with all laws, and regulations, as well as 

internal by-laws. The boards must be accountable for the actions of the agency. Further, the 

Commission found that the size and tenure of board members can vary greatly. Of the entities that 

the Commission looked at, the number of board members ranged from seven to 17 members, and 

only two entities have statutorily required term limits. The size of the board and tenure of board 

members can impact a boardôs effectiveness, and the Commission discussed how smaller board 

sizes could potentially spur and promote active participation in board deliberations, and term limits 

paired with staggered terms could allow for new insights while maintaining institutional 

knowledge.   
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Many of the QGAs that the Commission was tasked with reviewing are not subject to the same 

level of budget submission and oversight that many traditional units of the executive branch are. 

As previously mentioned, some of these entities do not receive direct appropriations from the state 

government, but may use state and local tax dollars for various projects. The entities are referred 

to as non-budgeted agencies. Generally, the stateôs executive branch cabinet agencies submit their 

annual budgets to DBM because they receive annual appropriations in the state budget. The 

budgetary information for cabinet agencies provides an in-depth amount of information regarding 

the positions, contracts, and expected expenditures. The budget, when released by the governor 

each January, is then reviewed by the Maryland General Assembly and DLS. The legislatureôs 

budget committees review each budget individually and conduct hearings to discuss the agencyôs 

budget request. This provides a high level of insight into the agencyôs spending plan for the year 

that many of the quasi-governmental agencies are not subject to. Of the 13 entities that the 

Commission reviewed, three of them provided budgetary information to DLS as a non-budgeted 

agency, and oneôs budget was included within the Department of Commerceôs budget submission. 

The remaining nine entities do not submit their budgets to DLS. Five of the entities submit their 

budgets to DBM, and one entityôs budget is included within the Department of Commerceôs 

submission. The remaining seven entities do not annually submit their budgets to DBM. 

 

Audits were another area that the Commission was greatly interested in, and found that while all 

entities received annual external financial audits, not all were subject to fiscal and compliance 

audits conducted by the DLSô OLA. OLA conducts their audits on a rotational basis approximately 

every three to four years. The entities that OLA audits are dictated by statute, and generally, they 

will not conduct an audit for an agency not listed in the statute unless requested by the legislature. 

Further, some entities have their own internal auditor and/or a board audit committee. Recent 

reform legislation for MES now requires an assessment of the board be conducted every five years 

and specifically review certain aspects of the board, such as training, makeup, demographics, and 

operations. The assessment has some characteristics of a performance audit, as opposed to a 

financial audit. These compliance assessments can provide insightful information into not only the 

finances and internal controls, but compliance audits can assess whether the entityôs policies, laws, 

and regulations are being properly implemented. The Commission discussed this issue at length, 

and determined that various assessments that provide a comprehensive overview of all aspects of 

an entity can help identify deficiencies. In addition, however, there should be a mechanism to 

ensure that corrective actions are implemented upon receipt of the auditôs findings.  

 

Transparency is a fundamental pillar of democracy because it promotes accountability and allows 

citizens to access information about the actions and decisions the government makes. Transparent 

government helps to establish and build trust, as well as promotes accountability. Increasing 

transparency was a prominent theme in the Commissionôs work, and members agreed that more 

effort should be put into ensuring that these governmentally created entities are being responsive 

to the needs of the public and appropriately achieving their mission. Many of the entities the 

Commission reviewed are subject to the Open Meetings Act, a statute that requires governmentôs 

public bodies to hold their meetings in public, provide advanced public notice of meetings, and 

allow the public to view the meeting minutes of a public body. To achieve this goal, and in the era 

of COVID-19, many of the stateôs public bodies hold their meetings virtually and archive the 

livestream of the meeting on their website, ensuring that the public can watch the hearing at their 
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leisure. This also applies to approved meeting minutes. Moving forward, the Commission 

determined that quasi-governmental entities should strive to provide as much transparency as 

possible by providing public, online access to meeting materials, financials, and audits, among 

other items. Additionally, as new technologies emerge, all units of state government should seek 

to understand how it can help increase transparency to the public. 
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Recommendations 

 

The Commission, after hearing from the agencies listed in the executive order, and evaluating 

recommendations that could be feasible for adoption and implementation identified the following 

31 recommendations and four best practices for the executive and legislative branches 

consideration. QGAs could also implement many of these recommendations administratively. 

 

General 

1. Agencies should develop a strategic plan and review it annually. 

ǒ Each agency should develop both a public and internal strategic plan, which should 

include, at a minimum, performance goals and measures, mission statement, core 

values, SWOT (strengths, weaknesses, opportunities, and threats) analysis, action 

plans, yearly objectives, and long-term goals. These plans should be reviewed and 

updated annually to determine and evaluate progress. 

2. A common bank of cross-governmental resources should be established to ease the burden, 

and enhance the fulfillment, of transparency and accountability initiatives for smaller 

agencies. 

ǒ The size of these agencies vary widely, with some having hundreds of employees 

and others less than 10. The establishment of a common bank of resources can help 

assist the smaller agencies with the implementation of these accountability and 

transparency measures by spreading the financial burden related to purchases and 

contracts relating to items such as auditors, livestreaming platforms, and payroll 

processing. The cost would be shared among the participating agencies on a 

scalable measure, and participation should be optional. 

ǒ Pre-packaged board best management practices and conflict of interest policies that 

agencies can adopt in full or use as a guideline or starting point will also reduce the 

burden of developing these items separately and will also provide consistency. 

3. Agencies should, generally, use state policies as a baseline when determining their own 

policies and by-laws. 

ǒ The state has established policies related to many issues that should be covered in 

an agency's own policies and by-laws. Where appropriate, QGAs should use the 

stateôs policies as a baseline to structure their own policies. The Commission 

understands the need for these agencies to have flexibility from some of the stateôs 

policies, such as those related to procurement; however, they should seek to align 

their policies with the state where possible. 

4. Agencies should have a public email address on their website for the public to submit 

questions, comments, and concerns. 

ǒ These agencies, which have been created by the state, should have an accessible, 

public email address visible on their website for members of the public to submit 

their questions, concerns, and comments. The email address should be regularly 

monitored.  

5. Each agency should submit a detailed budget to DBM, even if they are considered a non-

budgeted agency. 

ǒ During the 2021 legislative session, the legislature passed a law to significantly 

reform MES. Included in this law is a provision that requires the agency to submit 

a detailed budget to DBM. DBM is responsible for determining the level of detail. 
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This provision of law should apply to all agencies, so that the state has a fuller 

understanding of an agencyôs use of funds and profit and loss margins to ensure 

proper oversight. 

6. Statutes should allow for board positions for the appropriate professionals, which will 

increase diversity of experiences. 

ǒ The Commission focused heavily on the importance of a competent, professional, 

and accountable governing board. Consider amending the QGA statutes to ensure 

that they allow for the appointment of diverse individuals. When considering this 

recommendation, it is important to not make boards too big or too restrictive on 

qualifications to ensure that it does not have a negative impact on the ability to 

recruit and appoint appropriate candidates to the QGAs governing board. 

7. The agency and OLA should designate someone within the agency or board, who is not the 

executive director, to receive any whistleblower complaints that involve the executive 

director. 

ǒ In the event that a whistleblower complaint is made to the OLA regarding an 

agencyôs executive director, OLA should be able to send the complaint to an 

individual, who is independent of the executive director, for review and 

investigation. Whistleblower complaints often involve fraud, waste, and/or abuse, 

and it is imperative that the first person to receive a complaint involving the 

executive director can proceed in a fair, ethical manner. 

8. DLS should explore the inclusion of evaluation criteria in fiscal notes when legislation 

seeks to create new QGAs. 

ǒ If the legislature seeks to create a new QGA, it would be helpful for DLS to provide 

information in the fiscal notes that accompany a piece of legislation that evaluates 

what the new agency is seeking to accomplish and if there are any other agencies, 

offices, or programs that currently achieve the same or a similar function. 

Moreover, it should assess whether the legislation meets the recommendations and 

best practices set out in this report. This will help keep the legislature informed on 

the various agencies that currently exist, as well as help them prevent unnecessary 

duplication of efforts. 

9. Unless otherwise specified in statute, QGAs should have the option of using the Office of 

the Attorney General or other legal counsel. 

ǒ Should an agency seek outside legal counsel, the board should approve of the use 

and the corresponding budget. Upon board approval, the agency should proceed 

using the applicable and/or required procurement process that are required. 

 

Boards and Board Responsibilities 

10. The governing board should establish a designee to review and approve the executive 

directorôs expenses. The executive director must follow the agencyôs uniform expense 

reimbursement policies. 

ǒ A member of the board, who is independent of the executive director, should be 

designated to review and approve the executive directorôs expenses, particularly 

when seeking reimbursement. Whenever the executive director or other 

management personnel submits an expense reimbursement form, it needs to be in 

compliance with the agencyôs uniform expense reimbursement policies.  
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ǒ Legislation requires the executive director of MES to present a detailed and 

itemized accounting and explanation of expenses incurred by the executive director 

and their deputy since the last board meeting that aggregate in excess of $5003. This 

makes the executive director accountable for their expenses and allows for an added 

level of transparency and board oversight.  

11. Each governing board should develop a conflict of interest policy or, in the alternative, 

ensure that QGAs are required to comply with the State Public Ethics Law governing 

conflicts of interest. 

ǒ Conflict of interest policies are an important safeguard for governing boards. These 

policies help outline procedures that employees and board members must follow 

when a possible conflict exists between their own personal interests and the 

interests of the organizations. The State Ethics Commission, which administers and 

interprets the provisions of the stateôs Public Ethics Law, provides comprehensive 

information and training on the stateôs law as it relates to the conflict of interest 

provisions. The governing boards, many of which may already be subject to the 

Public Ethics Law, should adopt the stateôs policy, and when necessary, a board 

should work with the State Ethics Commission to determine what conflict of 

interest policy may be best and most applicable. If an agency or board determines 

that a more stringent conflict of interest policy may be needed, it could be created 

internally. 

12. The board is responsible for oversight of the QGA, including the annual performance 

review of the executive director. 

ǒ The governing board must exercise strong oversight over the agency, and that must 

include the annual performance review of the executive director. Each board should 

establish the criteria and procedures for evaluating the agency head and review it 

annually. If a board needs assistance to determine best practices for review, they 

could consult an entity such as the State Ethics Commission, or outside human 

resources experts.  

13. Compensation plans for the executive director and any other management personnel should 

be approved by the board. 

ǒ When determining what may be an appropriate level of compensation, the 

Commission recommends the use of a market analysis of salaries, compensation, 

and other benefits for the industry to ensure the agency has the ability to remain 

competitive with any private sector equivalent. To assist with this effort, DBM 

could contract out to a private entity to conduct a comparative study of the top level 

staff at these agencies in comparison to relevant peers, whether that be other 

governmental or public sector entities in Maryland and outside of the state, or where 

appropriate, the agencyôs equivalent private sector peers. Using the contractorôs 

analysis, DBM could review the study and make recommendations. 

14. The board should ensure that appropriate guidelines are in place regarding bonus plans, 

employee incentive plans, severance packages or similar benefits, and deferred 

compensation arrangements. 

                                                
3 Prior to the legislation taking effect, the current MES executive director voluntarily undertook this approach to 

transparency and accountability. 
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ǒ The governing board should establish and annually review the guidelines to ensure 

that the plans and any actions related to them make sense and align with the 

agencyôs finances.  

15. The board should adopt or readopt all policies governing issues such as severance 

packages, bonuses, tuition reimbursements, expense reimbursements, travel, etc. In 

particular, each governing board should examine: 

ǒ Severance packages, which should be limited to those who involuntarily leave, if 

given at all. Severance packages are not common within state government, so the 

agency should consider that when developing a policy. 

ǒ Tuition reimbursements, including limits on the amounts that may be reimbursed. 

ǒ Expense reimbursements, including limits on the amounts reimbursed, limits on 

how long after an expense is incurred it may be reimbursed, and requirements 

regarding the nexus between reimbursable expenses and agency functions. 

ǒ Travel, particularly out-of-state and out-of-country travel. 

ǒ The use of cars, laptops, cell phones, and other vehicles and devices owned by the 

agency, including policies on whether and how these vehicles and devices may be 

transferred to a departing employee.   

ǒ Whistleblower complaint policy, and the protections afforded to a whistleblower. 

ǒ Boards should periodically review the policies and revise as needed. The board, 

upon adoption or readoption of policies, should submit the policies to the LPC. Any 

future significant modifications should be reported to LPC as well.  

16. To the extent practicable, each board should have an audit committee. 

ǒ An audit committee can serve as the entity that is the first to receive any audit 

reports and management letters, and is responsible for making sure that any 

recommendations and corrective actions are taken after any findings are presented 

to the committee. The committee should be made up of members of the board and 

hold separate meetings independent of full board meetings. The committee would 

also be responsible for presenting and explaining the audit results and 

recommendations to the full board. 

17. Boards should undergo comprehensive onboarding training, as well as transition planning 

and off boarding evaluation. 

ǒ Boards should require a comprehensive training and/or orientation for new board 

members, and in particular, provide ethics training. It is important to start new 

board members off on the right foot with an orientation program that introduces 

them to the basic roles and responsibilities of serving as a board member of an 

agency. Included in the training/orientation should be the special issues that pertain 

specifically to the agencyôs mission, plus information on: governance policies, so 

all board members are reminded of their legal and fiduciary duties; accountability 

practices, such as the need to disclose conflicts of interest; and the responsibility to 

review the executive directorôs performance. This training should also include a 

review of the role of the legislative and executive branches. The board should also 

have transition planning and offboarding evaluation to account for board turnover, 

which should include succession planning that involves the board chair, agency 

director, and the stateôs Appointments Secretary to discuss talent needs for the 

board. 
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18. The board should undergo a routine and independent board assessment, which should occur 

at least every five years. The board should also annually conduct a self-assessment. 

ǒ Included in the MES reform legislation was the requirement that the board undergo 

an independent assessment every five years. The assessment is to include a review 

of the boardôs functions and operations, and factors such as the structure of the 

board; dynamics and functions; the boardôs role in the agencyôs short- and long-

term strategy; financial reporting process; internal audit; internal controls; boardôs 

role in monitoring the policies, strategies, and systems; and the role of the chair of 

the board. This has emerged as a best practice in the nonprofit sector, as illustrated 

by Deloitte.  

ǒ Boards should also perform an annual self-assessment to review their performance 

and identify any areas for improvement. 

19. All boards should be subject to the Open Meetings Act and its exceptions. 

ǒ The Open Meetings Act is a state statute that requires many state and local public 

bodies to hold their meetings in public, provide adequate notice of any meetings, 

and allow the public to review and inspect meeting minutes. Understanding that 

some materials discussed in meetings may be confidential, it provides exceptions 

under which is appropriate for a meeting to be held in closed session. The main 

purpose of the Open Meetings Act is to enhance transparency and accountability, 

and allow the public to participate in these elements of our democracy. Many 

agencies and their respective boards are bound to follow the Open Meetings Act as 

prescribed in their statutes; however, in areas where it is not abundantly clear, 

boards should seek to provide, to the extent possible, open meetings that allow the 

public to have notice of meetings and to view and participate.  

20. Boards should implement staggered terms, as well as term limits so a board member serves 

no more than 12 years. 

ǒ Staggered terms help provide stability as members of the board are onboarded and 

offboarded, and allow for a level of institutional knowledge to be retained as board 

turnover occurs. The implementation of term limits will provide for diverse voices 

and experiences to be brought to the board, which will, in turn, prevent stagnation 

that could result from a lack of board turnover.  

 

Audits 

21. All agencies should have a financial statement audit conducted by an independent CPA 

firm in accordance with GAAP. 

ǒ The expected opinion of the financial statement should be presented ñin accordance 
with accounting principles generally accepted in the United States of America,ò i.e. 

GAAP. If that opinion is not possible, the details of why should be discussed with 

the agencyôs board, as well as DBM and DLS/OLA. As previously stated, the audits 

should be conducted in accordance with GAAP and the standards applicable to 

financial audits contained in Government Auditing Standards issued by the 

Comptroller General of the United States. 

22. The CPA firm should simultaneously conduct an audit of the agencyôs financial internal 
controls. 

https://www2.deloitte.com/content/dam/Deloitte/in/Documents/risk/Corporate%20Governance/in-cg-performance-evaluation-of-boards-and-directors-noexp.pdf
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ǒ The CPA firm should prepare a report on its views of and any recommendations for 

the internal controls. The firm should also prepare a management letter with 

observations and/or recommendations that is presented to the agencyôs board. 

23. The executive director and board should take timely action in reacting to the 

recommendations contained in the internal controls review report and management letter, 

and those actions should be reported to the LPC, OLA, and DLS. 

ǒ There have been instances where audit findings have been presented to an agency 

and action is not taken in a timely manner, or at all, to rectify the finding. When 

findings are discovered and presented to the agency and board, it is imperative that 

an action plan is created to apply corrective action and follow through with those 

actions. To provide accountability and transparency, the board should seek to act 

immediately upon receipt of the audit report, and after applying corrective actions, 

submit a report to LPC, OLA, and DLS explaining the actions taken to fix the 

deficiencies identified by the auditor. 

24. To the extent possible, the CPA firm for each agency should be changed at least every 10 

years, which is similar to the SECôs rule for audit firms of publicly traded entities. 

ǒ The U.S. Securities and Exchange Commission (SEC) requires that publicly traded 

entities change CPA firms every 10 years. Boards should seek to adopt a similar 

policy, to the extent practicable, understanding that procurements are to generally 

be based upon competitive bidding. Legislative changes could be necessary to 

allow this flexibility in statute. 

25. Annual audits and financial statements should be submitted to LPC, OLA, DLS, and the 

board. 

ǒ All annual audits and financial statements should be submitted to the above entities 

to ensure adequate oversight and to promote the boardôs oversight responsibilities. 

 

Transparency 

26. Annual financial statements and audit reports should be posted visibly on the agencyôs 
website. 

ǒ The public should be able to easily access an agencyôs annual financial statements 
and audit reports. It is not uncommon for public boards to provide this information 

in an open and accessible format, and members of the public should not have to 

rely on a Public Information Act request to view basic information about the 

functions and status of an agency created by the state.  

27. Each agency should be subject to at least a biennial legislative budget hearing, and more 

frequently if requested by the legislature. 

ǒ Although many of these agencies are considered non-budgeted agencies because 

they do not receive direct appropriations from the state, since they are often 

legislatively created, an annual or biennial legislative budget hearing will provide 

them the opportunity to update the legislative budget committees on their recent 

projects and initiatives. This will also serve as a transparency and accountability 

measure that provides insights into the agencyôs financial standing. 

28. All boards should livestream and archive their public meetings and post the agenda, 

materials, and minutes for each meeting. 

ǒ An agencyôs website should serve as a repository of information that displays 
information about the agencyôs work and provides access to the boardôs activities. 
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Prior to the COVID-19 pandemic, many agencies were starting to livestream their 

open public meetings, but since the pandemic, the livestreaming of meetings has 

become much more common. Livestreaming allows more of the public to watch the 

meetings, especially those that may not live in close proximity to the meeting 

venue. Additionally, archiving the livestreamed meetings, along with the meeting 

agendas, materials, and minutes enables the public to have more opportunities to 

easily access information about the boardôs activities. 

 

Agency Oversight 

29. Each agency should undergo a periodic review conducted by the legislature, at least every 

eight years, similar to a ñsunset review,ò to assess statutory compliance with the mission 

and vision. The reviews should not endanger an agencyôs current outstanding bonds or 

ability to use bonds.  

ǒ Mission-creep occurring within these QGAs was a concern of the Commission. 

When these QGAs are created, it is typically because a gap is identified that is not 

currently served by the public or private sectors, and the agency is thus created to 

fill that need. There could, feasibly, come a time where the agencyôs mission is 

achieved and the agency no longer needs to exist. The Bainbridge Development 

Corporation (BDC), for example, knew from the time it was created that it would 

not become a permanent fixture of the state and that they would, upon the 

completion of the development of the Bainbridge site, dissolve because their work 

is completed and will no longer need to provide their services. Not all agencies will 

fit the same mold as BDC, but a period review conducted by the legislature can 

help assess if mission creep has occurred, if the agencyôs statute needs to be updated 

and amended, and what the status of the agency should be moving forward. Many 

of these agencies were created to provide them with flexible bonding opportunities, 

so it is critically important that these reviews do not jeopardize or negatively impact 

the agencyôs current outstanding bonds or their ability to issue new bonds. Many 

of the bonds issued are long-term bonds, so any substantial changes to the agency 

need to account for that important flexibility. The Commission recommends that 

these reviews occur at least every eight years, ideally beginning with the agencies 

that have existed the longest. 

ǒ Maryland has an existing Program Evaluation Act, typically referred to as a sunset 

review, which reviews state licensing boards on a fixed schedule every few years 

(Md. Code State Govt. Art. §§ 8-401 et seq). A similar process can be undertaken 

for QGAs. 

ǒ The state should develop a list of items to be reviewed, which should include but is 

not limited to: adherence to the agencyôs mission as provided in the enabling 

legislation or other founding documents; compliance with all applicable state laws 

and regulations; proper adoption and adherence to agency regulations if it is 

required by law to enact regulations; documentation and recordkeeping procedures, 

such as maintenance of minutes and other documents that explain and support the 

agencyôs operational decisions; review of compliance with all agency and board 

established policies; technology controls; the agencies budgeting process for those 

that are not subject to DBM or legislative budget review process. 
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30. Consider the creation of an inspector general position to serve all QGAs and oversee all of 

the audit and reporting functions, both financial and non-financial. 

ǒ An Inspector General can play an important role in oversight and accountability 

and can serve as a watchdog to protect the state and publicôs interest. There has 

been a growing movement to create such positions, even within the stateôs cabinet 

agencies. For example, the Maryland Department of Health is now required by law 

to have an inspector general. The Department of Public Safety and Correctional 

Services and Department of Human Services also have an Office of the Inspector 

General embedded within their agency. Should an Inspector General position be 

created, it could serve as a repository and resource for these agencies, and as well 

as provide oversight of all auditing and reporting functions that the agencies are 

responsible for. An important consideration for this recommendation is to ensure 

that the Inspector General is truly independent and free from political influences. 

Both the legislative and executive branches should participate in determining what 

type of individual and who should serve in this important role. The state could look 

at other states and organizations for best practices. 

31. When assessing an agencyôs future and the creation of new agencies, refer to Appendix C 

Questions for Determining Continuance or Creation of a QGA for questions and factors 

that should be considered. 

ǒ The items presented in Appendix C could provide guidance to the legislature when 

conducting the periodic review of the QGAs. Assessing the future of a current 

agency or when contemplating the creation of a new agency should be an 

informative exercise that seeks to determine the necessity when the legislature or 

executive branch seek to change or create a new QGA.  

 

Best Practices 

1. In addition to livestreaming meetings, agencies should post written meeting minutes online. 

ǒ The Open Meetings Act does not require written meeting minutes when the meeting 

is livestreamed and archived because that enables the public to go back and watch 

the meeting. However, the posting of written meeting minutes serves as another 

layer of transparency and gives the public the option to read the highlights and 

details of the meeting without having to watch the entire meeting video. These 

minutes do not necessarily need to be a transcript of the meeting, but should provide 

a substantial level of detail that provides appropriate context of the meeting 

discussions and any decisions that were made and/or voted on.  

2. The executive director should only serve on the board as an ex officio and nonvoting 

member. 

ǒ The governing boards should always seek to remain independent from the executive 

director and management personnel, which helps give the board legitimacy and 

keep them free from any undue influence from the agencyôs day-to-day leadership. 

The executive director should be attending the board meetings, but should not have 

any voting powers, and should attend the meetings only to provide informational 

updates. It appears that most boards are now operating in this format.  

 

3. Standardize the name of all agency heads to be ñexecutive director,ò unless otherwise 

determined by the legislature that a different title is appropriate. 
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ǒ Many QGAs utilize the title of ñexecutive directorò already, but if future agencies 
are created, the default title should be ñexecutive director,ò unless the legislature 

authorizes an alternative title. 

4. Each board should have at least one member with experience and/or expertise in reading 

and understanding financial statements.  

ǒ The fiduciary responsibilities of the board are some of the most important, and it is 

critical that each board have at least one member that has extensive experience 

and/or expertise in financials. Boards need to be held accountable for the financial 

standing of the agency in accordance with their oversight responsibilities.  
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Conclusion 

 

The STAR Commissionôs final report represents the work of the Commission over the past year, 

and identifies commonsense reforms that will help bring transparency and accountability to the 

stateôs QGAs. The above recommendations will allow the stateôs current QGAs to maintain the 

flexibility they need to carry out their statutory duties, as well as providing guidance when creating 

new QGAs. The Commission is confident that the recommendations will increase the level of 

transparency, accountability, and integrity that the citizens expect and deserve.  
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APPENDIX A ï Governorôs Executive Order 
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